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SUBJECT: GOP PLANS SINGLE NATIONAL OIL COMPANY 

SUMMARY: GOP HAS INITIATED NEGOTIATIONS AIMED AT MERGER 
OF PORTUGUESE COMPANIES (THIS EXCLUDES SUBSIDIARIES OF 
FOREIGN COMPANIES) REFINING AND DISTRIBUTING PETROLEUM. 

GIVEN STRONG LINKS ALREADY EXISTING BETWEEN THESE 
COMPANIES AND THE STRONG OWNERSHIP POSITION OF THE 
GOVERNMENT, SUCH A STEP WOULD NOT BE A MOMENTOUS ONE OR AN 
ATTACK ON PRIVATE ENTERPRISE. END SUMMARY. 

1. ON OCTOBER 16 GOP ANNOUNCED START OF IMMEDIATE 
NEGOTIATIONS AIRMED AT MERGER OF SACOR AND PETROSUL. 

TWO OF THE THREE DOMESTIC PORTUGUESE OIL COMPANIES. 

THE GOVERNMENT NEGOTIATORS, GIVEN 45 DAYS TO MAKE THEIR 
INITIAL REPORT, ARE ALSO TO EXTEND THE NEGOTIATIONS 
TO THE THIRD PORTUGUESE COMPANY, SONAP. WHENEVER 
THEY CONSIDER THE TIME APPROPRIATE. 
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2. THE ANNOUNCED INTENTION OF THE GOVERNMENT IS TO 
OBTAIN INTERNAL RATIONALIZATION AND A STRENGTHENED 
INTERNATIONAL NEGOTIATING POSITION BY RESTRUCTURING 
THE DOMESTIC OIL INDUSTRY INTO A SINGLE PORTUGUESE- WIDE 
COMPANY. ACCORDING TO THE ANNOUNCEMENT. THE NEW ENTERPRISE 
WILL "NATURALLY BE SUBORDINATE TO CONTROL OF THE PUBLIC 
SECTOR," BUT IT IS NOT SPELLED OUT WHETHER THE GOVERNMENT 
INTENDS TO CONTINUE MERELY SOME FORM OF ITS PRESENT STRONG 
SHAREHOLDINGS AND CLOSE SUPERVISION OR INTENDS TO TAKE 
OVER COMPLETE DIRECT CONTROL. 

3. THE GOVERNMENT ALREADY CONTROLS STRONG MINORITY SHARES 
OF ALL THREE COMPANIES, AND THE OIL COMPANIES THEMSELVES 
HAVE STRONG STOCK HOLDINGS IN EACH OTHER. SACOR'S STOCK 

IS HELD 33.3 PERCENT BY THE GOVERNMENT, 10.5 PERCENT BY THE 
GULBENKIAN FOUNDATION, 25 PERCENT BY SONAP, 4 PERCENT BY 
ARISTIDES SAIN, AND THE REMAINING 27.2 PERCENT BY VARIOUS BANKS 
AND INDIVIDUAL SHAREHOLDERS. PETROLSUL IS OWNED 34 PERCENT BY 
GOP. 15 PERCENT BY INDIVIDUAL SHAREHOLDERS, AND 51 PERCENT DIVID- 
ED BETWEEN SONAP AND CUF (THE GIANT COMPANHIA UNIAO FABRIL). 
SONAP'S STOCK IS DIVIDED 20 PERCENT TO THE GOVERNMENT, 25 PERCENT 
EACH TO SACOR AND CUF, 13.2 PERCENT TO THE GULBENKIAN FOUNDATION, 
AND 16.8 TO INDIVIDUAL STOCKHOLDERS. FROM THIS IT CAN BE 
SEEN THAT INTERESTS OF THE GOP, THE THREE OIL COMPANIES, 

CUF, AND TO A LESSER EXTENT THE GULBENKIAN FOUNDATION ARE 
PRESENTLY STRONGLY INTERLINKED. 

4. SACOR AND SONAP ARE TWO OF THE FIVE OIL COMPANIES 
WITH NETWORKS OF FILLING STATIONS IN PORTUGAL (THE 
OTHERS ARE SHELL, BP, AND MOBIL). SACOR IS OWNER 

OF THE ONLY OIL REFINERIES CURRENTLY OPERATING IN THE 
COUNTRY - A LARGE ONE NEAR OPORTO (CURRENTLY BEING 
EXPANDED FROM A CAPACITY OF 90,000 TO 170,000 BARRELS 
A DAY, WITH PLANS FOR 220,000), AND A SMALLER ONE 
NEAR LISBON (45,000 BARRELS A DAY CAPACITY). 

SONAP HAS NO REFINERY, BUT IS A PARTNER IN PETROSUL 
WHICH IS STARTING CONSTRUCTION OF A BIG REFINERY 
IN SINES. WHEN PETROSUL REFINERY BECOMES OPERATIONAL, 

IT WILL SUPPLY 60 PERCENT OF PRODUCT USED DOMESTICALLY AND SACOR 
40 PERCEMT. A SACOR OFFICIAL TOLD EMBOFF LAST 
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WEEK THAT THE COMPANY'S SMALL LISBON AREA REFINERY, 

ORIGINALLY SCHEDULED TO BE PHASED OUT, WAS NOW 
PLANNED FOR MODERNIZATION AND EXPANSION. IT IS 
NOT KNOWN HOW THE GOVERNMENT'S MERGER PROPOSAL WILL 
AFFECT THE PLANS OF THE VARIOUS COMPANIES. 

5. DIRECTOR GENERAL OF FUELS MOURA VICENTE INFORMED US THAT 
DECISION TO MERGE COMPANIES IS BASED ON BOTH DOMESTIC AND 
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FOREIGN CONSIDERATIONS. DOMESTICALLY, HE SAID, PORTUGAL IS TOO 
SMALL TO WARRANT COMPETING NATIONAL FIRMS. AMALGAMATION, 

BE BELIEVES, WILL MAKE THE PETROLEUM INDUSTRY MORE RATIONAL. 

FROM THE INTERNATIONAL POINT OF VIEW, HE CONSIDERS THAT IT 
MAKES NO SENSE FOR THE DOMESTIC PETROLEUM INDUSTRY TO BE SPEAKING 
WITH MORE THAN ONE VOICE. SEPARATE PORTUGUESE COMPANIES END UP 
COMPETING WITH NE ANOTHER RATHER THAN SUPPORTING A NATIONAL 
POSITION. 

6. MOURA VICENTE SAID THAT GOP OWNERSHIP POSITION IN A MERGEN 
COMPANY HAS NOT BEEN DETERMINED. HE NOTED, HOWEVER, THAT GOP 
DOES NOT REALLY NEED A POSITION GREATER THAN THE ONE IT NOW 
HAS IN ORDER TO SHAPE THE POLICIES OF A COMPANY RESULTING FROM 
A MERGER. 

7. CONCERNING THE THREE FOREIGN FIRMS THAT DISTRIBUTE PRODUCT 
THROUGH SERVICE STATIONS IN PORTUGAL (MOBIL. SHELL, AND BP), 

MOURA VICENTE SAID THE EXPECTED MERGER WOULD NOT AFFECT THEIR 
POSITION. THESE FIRMS WOULD CONTINUE TO MARKET A FIXED VOLUME 
OF PRODUCT EQUAL TO THAT THEY NOW DISTRIBUTE. 

8. COMMENT: GIVEN THE ALREADY HIGH DECREE OF LINKAGE OF THE 
NATIONAL FIRMS AND THE STRENGTH OF THE GOVERNMENT'S OWNDERSHIP 
PARTICIPATION, A MERGER CANNOT BE CONSIDERED A VERY BIG STEP. 

WHILE WE MUST AWAIT THE TERMS OF THE MERGEN TO SEE HOW IT 
AFFECTS EXISTING SHAREHOLDERS, WE DO NOT BELIEVE THAT SUCH A 
STEP CAN BE INTERPRETED AS A MOVE HOSTILE TO PRIVATE INDUSTRY. 

SCOTT 
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